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DELMARVA POWER & LIGHT COMPANY

TESTIMONY OF W. THOMAS BACON JR.

BEFORE THE DELAWARE PUBLIC SERVICE COMMISSION

CONCERNING THE NOVEMBER 2008 THROUGH OCTOBER 2009

GAS COST RATE

PSC DOCKET NO. 08-

: Please state your name, occupation, and business address.

My name is W. Thomas Bacon Jr. and I am employed by PHI Service
Company as Director — Gas Supply & Regulatory Planning. My business address is

P.O. Box 6066, 500 North Wakefield Drive, Newark, Delaware 19714.

Q: Please briefly summarize your educational and professional background.

I hold a Bachelor of Arts Degree in Sociology from Wittenberg University and
a Masters of Science Degree in Agricultural Economics from The Ohio State
University.

I have been employed by PHI Service Company or its affiliates, including
Delmarva Power & Light Company, since June 1994 serving in a variety of gas supply
planning & procurement, strategic planning, rate and regulatory functions.

Prior to this, I was employed for over seven years by Chesapeake Utilities

- Corporation and its subsidiary, Eastern Shore Natural Gas Company in several areas

including gas supply, and rate and regulatory affairs.
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I began my utility-related career with the Ohio Department of Energy
("ODOE"). At the ODOE, and subsequently with other state agencies including the
Public Utilities Commission of Ohio, my primary duties involved evaluating the
reasonableness and prudence of gas and electric utility long-term forecasts of supply

and demand.

: Have you previously testified before a regulatory commission?

Yes. I have testified before state utility commissions in Florida, Maryland and
Delaware on a number of gas utility cost of service, rate and rate design, gas supply
and regulatory policy matters. I have also submitted pre-filed direct testimony before
the Public Utilities Commission of Ohio and the Federal Energy Regulatory
Commission ("FERC") primarily dealing with interstate pipeline cost of service, rate

design and gas cost recovery mechanisms.

: What is the purpose of your testimony in this proceeding?

I am testifying on behalf of Delmarva Power & Light Company, (“Company”)
supporting the Gas Cost Rate (“GCR”) proposed to be effective from November 1,
2008 through October 31, 2009. My testimony presents the development of the total
estimated gas supply costs for the period, consisting of all gas commodity costs
inclusive of the projected financial impact of the Company’s gas hedging program;
interstate pipeline transportation demand (including new Transco Sentinel firm
transportation capacity) costs, storage demand and capacity costs, storage
withdrawal/injection costs, variable transportation commodity, fuel and capacity

release and off-system sales revenue credits. In addition, the Company is proposing a
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change to its balancing fee from $0.2161 per MCF to $0.3368 per MCF of imbalance
volumes.
My testimony is organized as follows:

1. Interstate Pipeline Transportation and Storage Services,

2. Firm Natural Gas Purchase Requirements,

3. Natural Gas Commodity Costs and Prices,

4. Natural Gas Hedging Program Annual Update, and

5. Capacity Release and Off-System Sales activity.

Interstate Pipeline Transportation and Storage Services

S. Q: Please outline the Company’s firm interstate pipeline and storage capacity and

supplemental supply portfolio available for this upcoming GCR period.

A: Schedule WTB-1 Winter 2007-2008 Firm Transportation & Storage Service
Portfolio Delivered to Citygate summarizes the firm transportation and firm storage
services presently under contract that have primary delivery points to Delmarva’s
interstate pipeline interconnects. Schedule WTB-1 has been updated of receiving an
incremental 24,155 Mcf/day (25,000 Dt/day) of Transco Sentinel capacity expected to
be in-service on November 1, 2008. Based upon these upstream contracts in place and
the planned-for design day vaporization of 25,000 Mcf from the Company’s LNG
facility, the Company has 193,385 Mcf of peak or design day supply deliverability

available to meet firm sales customer requirements.




. 1 6. Q: How does the Company’s firm supply deliverability compare with forecasted
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7.

firm customer demand?

For the upcoming 2008-09 winter, the Company is projecting a design day
reserve of 15,216 Mcf. Schedule WTB — 2 summarizes the projected design day
reserve for the period 2008-09 to 2013-14. As shown on Schedule WTB — 2, the
Company has estimated its design day demand for the upcoming 2008-09 winter
season to be 178,169 Mcf and when compared to the Company’s 193,385 Mcf of firm

supply deliverability, a design day reserve of 15,216 Mcf results.

: What are the major differences between this vear’s projected transportation and

storage demand costs versus those contained in last year’s annual GCR filing?

The projected annual total fixed costs related to all of the Company’s
transportation and storage services are summarized in Schedule WTB-3. Schedule
WTB-3 also compares the projected 2008-09 costs with the estimates included in last
year’s GCR application. Overall, compared to last year’s application, fixed gas costs
are projected to increase by almost $2.30 million per year, or slightly less than 10%.
The increase in fixed costs is attributable primarily to (a) subscription to 25,000
Dth/day of Transco Sentinel capacity expected to be in-service on November 1, 2008,
(b) differences in Transco’s as filed rates filed in Docket No. RP06-569 and the
permanent RP06-569 rates approved by FERC, and (b) a decrease of $343,500 in the
Trunkline portion of the Tetco ITP demand charges as the result of correcting an
overstatement of the rate contained in last years GCR application.

All pipelines rates and charges included are the respective pipelines’ most

currently effective rates.
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8. Q: Please summarize the Company’s participation in the Transco Sentinel Project

and the project cost impact on firm customers.

In response to a Transco Open Season Request, the Company submitted a
request for new firm transportation capacity in December 2005. The request was for
25,000 Dth/day of firm transportation capacity with receipt points at the Leidy Hub
(15,000 Dth/day) and the point where Dominion Cove Point’s lateral intersects with
Transco’s mainline at Pleasantville, Md (10,000 Dth/day). The Company will take
delivery of this capacity at its Claymont/Ridge Road (15,000 Dth/day) and Hockessin
(10,000 Dth/day) citygates respectively. This capacity is necessary to ensure that the
Company is able to reliably serve its firm customers now and in the future.

On August 14, 2008 FERC granted Transco a Certificate of Public
Convenience and Necessity to construct and place into service by November 1, 2008
the facilities needed to provide to the Company with its 25,000 Dth/day of new firm
transportation capacity. Therefore, the Company has included in the instant GCR
Application an estimate for the annual cost to firm customers for this service to be
approximately $3.2 million per year. The Contract term is for twenty (20) years and
five (5) months beginning November 1, 2008. The final transportation demand rate

will not be known until some time after the in-service date of November 1, 2008.
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In order to be able to take the additional 25,000 Dth/day of Sentinel capacity at

Claymont/Ridge Road and Hockessin, does Transco need to upgrade its facilities

at both these locations?

Yes. As part of the Sentinel Project, Transco also has received FERC approval
for the necessary upgrades to the interconnects that Company has with Transco at both
Claymont/Ridge Road and Hockessin gate stations. The estimated cost of these
upgrades is approximately $3.2 million to be billed to the Company on a monthly basis
over the life of the Sentinel Service Agreement via a meter station surcharge.

Is the Company proposing to increase the Transportation Balancing Fee assessed

on the imbalance volumes of all transportation service customers?

Yes. The Company is proposing to increase the Transportation Balancing Fee
from $0.2316 per MCF to $0.3368 per MCF. Schedule WTB-4 contains the projected
costs of those services the Company relies on to provide all customers with no-notice
swing capability and reliable system pressures during the winter months. The
Company pays approximately $7.3 million each year in fixed costs for pipeline swing
storage and transportation services that are required to perform balancing service for
both its firm sales as well as transportation customers. The Transportation Balancing
Fee is derived by taking these projected costs and dividing by the projections of all
firm sales and transportation throughput.

The primary causes for the increase in the proposed Transportation Balancing
Fee are increases in the cost of the upstream services listed on Schedule WTB-4.
Removed from Schedule WTB-4 are costs associated with two peaking supply

services Transco LGA and Transco LNG. These services are used more for sources of
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11. Q:

12. Q:

13. Q:

peak supply on the very cold days of the winter and not for swing supply. Included on
Schedule WTB-4 are the estimated costs of upgrading the Company’s two citygate

stations with Transco.

Has the Company included any forecast of interstate pipeline bill credits or
refunds in this year’s GCR Application?

No. The Company does not expect to receive any material pipeline refunds

during the November 2008 — October 2009 GCR period.

Please explain the major causes for the Company’s projected deferred fuel

balance of approximately $74,000 over-recovered.

Schedule WTB-5 contains a summary of the reconciling items that comprise
this modest projected variance. Overall, the variance can be explained by (a) higher
unit commodity and fixed demand charges, and (b) fewer sales and lower unit revenue
off set by (c) much higher capacity release and off-system sales margins and (d)
reforecast for August to October 2008 compared to what was filed last year in the

2007-08 GCR Application.

Development of Firm Natural Gas Purchase Requirements

Please describe the development of the system’s gas requirements forecast?

Firm sendout is based upon (a) a calendar month forecast of firm sales
provided by Company Witness Phillips, adjusted for (b) a 2.00% percentage factor for
losses and unaccounted-for-gas and (c¢) a cycle billing effect. In this Application, non-

firm sendout is assumed to be zero based upon the Company’s recent experience with
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14. Q:

15. Q:

very few sales under it’s flexibly priced citygate sales service (“FPS™). Schedule

WTB-6 presents the firm sales and unaccounted-for/cycle billing estimates for the

August 2008 to October 2009 period.
How are the projected demand, supply and price forecasts integrated?

For each month of the forecast period, sources and disposition of supply are
matched, taking into consideration customer demand, storage inventories, contractual
limitations and economics. The gas procurement process takes into account security
of supply, operational considerations and contract obligations yet is structured to
acquire gas supplies at the lowest reasonable cost. This process is consistent with the
objectives as stated in the Company’s 5-Year Strategic Gas Supply Plan. Schedule
WTB-7 summarizes the Company’s projected gas demand, supply and supply prices

for the forecast period, August 2008 through October 2009.

Natural Gas Commodity Costs and Prices

Can you summarize the projected natural gas commodity costs for the November

2008 to October 2009 determination period contained in the Company’s annual

GCR application?

Yes. The Company’s anticipated natural gas commodity purchases for the
November 2008 to October 2009 GCR determination period consists of three major
components summarized in Table 1 below: 1) natural gas withdrawn from storage, 2)
gas purchased that is hedged at the time the cost forecast was prepared, and 3) “spot”
gas, or gas purchased that is not hedged at the time the cost forecast was prepared. In

the Company’s 2008-09 GCR filing, storage withdrawals, hedged purchases, and spot
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16. Q:

purchases are projected to make up about 23.5%, 49.8% and 26.7% respectively of the

estimated commodity requirements for the November 2008 to October 2009 period.
The Company’s estimated average storage withdrawal costs are again expected

to be lower that the current average hedge cost or projected spot purchases due to the

drop in market prices this summer and storage hedges in place.

Table 1. Summary of 2008-09 Projected Commodity Costs
(1) (2) (3) (4) (5)

Source of Supply Percent Supply (Mcf $/Mcf Commodity Cost
Storage Withdrawals 23.5% 3,453,250 $ 10.001 $ 34,536,781
Hedged Purchases 49.8% 7,309,179 $ 10557 $ 77,162,625
Spot Purchases 26.7% 3,922463 $ 9.094 $ 35,672,773
Total Purchases 100.0% 14,684,892 $ 10.036 $ 147,372,179
Variable Costs & Pipeline Fuel $ 0.237 $ 3,483,628
Total Commodity Costs 14,684,892 $ 10.273 § 150,855,807

The total estimated commodity cost of $150,855,807 found on line 6 in Table 1 above

can also be found on Schedule WTB-7, page 18, at line No. 299.

Please explain how the estimated cost for storage withdrawals is determined.

The October 31, 2008 projected inventory cost is shown on Exhibit WTB-8
along with the actual July 31* balances. Projected storage withdrawal costs are
estimated by taking the actual inventory cost as of July 31, 2008 and projecting the
volume and cost of gas that is expected to be injected between August 1, 2008 and
October 31, 2008. Natural gas that is withdrawn from storage is done so on an average

cost basis.




. 1 17.Q: Please summarize the estimated cost of hedged purchases.

2 A: " The estimated cost of the Company’s hedges is simply the actual average hedge
3 cost at the time the filing was prepared. Schedule WTB-9 is a summary showing
4 hedge volumes and average hedge prices for three time periods: April-October 2008,
5 November 2008-March 2009, and April-October 2009. A summary for the entire
6 GCR determination period November 2008-October 2009 is also shown. Hedges for
7 gas purchases that are injected into storage are shown separately.

8§ 18.Q: What source did the Company select for development of its price forecast for spot

9 purchases?

10 A: In its 2008-09 GCR filing, the Company used the NYMEX gas futures closing

11 prices on August 18, 2008 as its spot (wholesale) gas price. This wholesale price
. 12 forecast is applicable to estimated purchases after storage withdrawals and hedged

13 purchases were first considered.

14 19.Q: What_is the Company’s major concern when developing a forecast of its

15 wholesale natural gas spot price?

16 A: Recognizing that any forecast will always be less than perfect, the Company’s
17 major concern is that if its wholesale natural gas spot price forecast ends up being
18 significantly different from what the actual wholesale price ends up being, this
19 variance will directly lead to a under- or over-recovery sufficient enough to require an
20 interim GCR rate adjustment. This concern is the same regardless of the method used
21 to develop the forecast. In addition, there is relatively more of concern in the first 3-6
22 months of the forecast period when projected sales are the greatest and much larger

. 23 under- or over-recoveries could result.

10
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20. Q:

21. Q:

Why did the Company choose NYMEX futures prices as the most appropriate to

use for its spot price forecast?

In preparing this application, the Company examined a number of resources
and inputs and concluded that the NYMEX natural gas futures closing prices on
August 18, 2008 were reasonable for use as the wholesale natural gas price forecast
and that using a different methodology was not likely to provide a more accurate GCR
forecast. Even though the Company has discretion to deviate from the use of NYMEX
natural gas futures prices as its wholesale gas price forecast, there are no compelling

reasons to do so in preparation of the 2008-09 GCR cost forecast.

How does the August 18, 2008 natural gas futures prices compare with the most

current EIA and PIRA wholesale natural gas price forecasts?

Unlike in previous years, at the time the forecast was prepared, the forward
price views of EIA and PIRA were not on average significantly different from the
NYMEX natural gas futures market. Schedule WTB- 10 presents a comparison of the
August 18, 2008 futures closing prices with the most current EIA (August 12, 2008)
and PIRA (July 25, 2008) wholesale natural gas price forecasts. In previous annual
GCR applications where a “blended” commodity price forecast was employed, the
spread between NYMEX and EIA/PIRA reached well over $2.00 per MMBtu during
the winter months. The current spread is relatively small in comparison during the

winter months and is well under $1.00 per MMBtu in the summer months.

11




. 1 22.Q: How does the 2008-09 gas commodity price forecast compare to the 2007-08 gas
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commodity price forecast?

Overall, 2008-09 wholesale gas commodity costs are projected to be on
average about $0.81 per MMBtu or about 10% higher in this filing compared to 2007-

08 filing.

Figure 1. Comparison of Delmarva’s Wholesale Natural Gas Price Forecasts

- Wholesale Naturak Gag Comimodity: Priee ForecRute: ReFIl ’ k- 20H

2008-09 GCR

—

2007-08 GCR

NN,

Natural Gas Hedging Program Annual Update

23. Q: What is the goal of the Company’s gas hedging program?

A:

The goal of the Company’s gas hedge program is to reduce the volatility of
wholesale commodity cost of natural gas while providing protection against wholesale

gas commodity price spikes.

12
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A

What is the primary method used to measure how well the Hedge Program meets

its goal?

The primary method used to measure how well the Hedge Program meets its
goal is to compare the standard and average deviations of the 1) the Company’s
average monthly hedge cost (“Hedge Wacog™), 2) the weighted average delivered
commodity cost of gas (“WACCOG”) with the 3) monthly NYMEX natural gas
contract last day settle price. Schedule WTB-11 summarizes these measures for each
GCR period since November 2004.

Natural gas price volatility beginning in Nov06 decreased significantly
compared to the prior two periods. The standard and average deviations measures for
the Nov07-June08 period for all three measures have increased compared to the
Nov06-Oct07 period as would be expected given the increase in the wholesale market
price of natural gas that occurred during this time period. Overall, standard and
average deviations for both the Hedge Wacog and the WACCOG track below that of
the NYMEX natural gas contract settle prices. As such, the Company continues to
meet its hedge program objectives.

Also shown on Schedule WTB-11 is a comparison of the average cost per
MMBtu of the Company’s Hedge Wacog, the WACCOG and average and weighted
average NYMEX last day settle price. An estimate for pipeline fuel and variable costs
were removed from the (delivered) WACCOG to make it more comparable to both the

Hedge Wacog and the futures prices, which are relative to the Henry Hub, Louisiana.

13
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25. Q: Referring to Schedule WTB-11, please explain the trend of the Company’s Hedge

Wacog and WACCOG for the Nov’05-Oct’06 to Nov’07-June’08 periods.

A: Beginning with the '05-°06 time period, the Hedge Wacog and WACCOG
have trended closer to and in some cases above the average NYMEX price after
several periods where they were below. For Nov’07-June’08, the Hedge Wacog and
WACCOG again fell below NYMEX prices. This trend illustrates a basic principle of
LDC natural gas hedging programs; that is, by providing protection against price
increases, you are not able to fully participate during times when prices fall. When
market prices fall significantly over time (see Figure 2 below), it is likely that some of
the hedges put into place in advance of the settle month will be above the market last
day settle price. In these instances, it is not unusual for the average hedge cost to be

above the average market price.

Figure 2. NYMEX Natural Gas Futures Contract Last Day Settle Prices

14
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26. Q:

A:

27. Q:

Overall, do you believe that the Company’s gas hedge program is successful?

Yes. First, the volatility measures shown on Schedule WTB-11 for the
Company’s Hedge Wacog and monthly WACCOG have generally been better than
market volatility. Second, when you compare the monthly WACCOG to the weighted
average last day settle gas futures price, the Company’s average delivered commodity

costs have been below or “near” the average market price on a consistent basis as well.

Please summarize the hedge program financial results for the 12 months ended

June 2008.
A: Schedule WTB-12 provides a summary of actual gas program results over the
past 12 months. Hedges are broken down by citygate deliveries and storage injections.
The value of the citygate delivered hedge is realized and accounted for monthly at the
same time the cost of the physical gas supply is realized. The value of the storage
injection hedge is also realized monthly but, similar to the physical cost of gas that is
injected into storage, the storage hedge value is deferred until the gas is withdrawn
from storage and then expensed.

For the 12-months ended June 2008, the Company hedged approximately 70%

of it’s of its overall projected purchase requirements, including projected storage

| injections at an average cost of $7.76 per MMBtu. This compares to an overall hedge

percentage of 78% and $7.85 per MMBtu for the same period at the same time last

year.

15




. 1 28. Q: Please summarize the status of the hedge program for the 12-month forecasted

2 GCR period running from November 2007 through October 2008 at the time the
3 GCR was prepared.

4 A: For the 2007-08 GCR year, the Company currently has approximately 53% of
5 its overall purchase requirements hedged at an average hedged price of $10.08 per
6 MMBtu including hedges for storage injections. When compared to NYMEX gas
7 futures at the close of business on July 31, 2007, the hedges in place for the 12-month
8 GCR period of November 2007 to October 2008 would result in about $2.5 million of
9 higher gas commodity costs.

10 29.Q: Have vou made a comparison of the Company’s gas cost rate with the

il comparable or equivalent gas cost rates of other gas utilities?

. 12 A: Yes. Schedule WTB-13 shows the weighted average equivalent residential
13 space heating gas supply cost rates for selected benchmark gas companies in New
14 Jersey, Pennsylvania and Maryland for 1-Year, 2-Years, 3-Years, 4-Years and 5-Years
15 ended August 2008. Schedule WTB-14 shows the same equivalent rate for the same
16 benchmark group as of August 1, 2008. The weighted average is calculated using a
17 Delmarva Power residential space heating monthly load profile. Schedule WTB—-13
18 shows the Company compares favorably with the benchmark group over these
19 different time periods.
20
21
22

16
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30. Q:

31.Q:

A:

Capacity Release and Off-System Sales Activity

Please summarize the capacity release and off-system sales activity as found in

the forecast period.

For the forecasted GCR period, the Company predicts capacity release
revenues of approximated $8.4 million. The increase in the estimated capacity release
and off-system sales revenues is mainly due to the 25,000 Dth/day of Transco Sentinel

capacity being available on November 1, 2008.

Does this conclude your direct testimony at this time?

Yes, it does.

17




Delmarva Power & Light Company
Portfolio of Firm Transportation and Storage Services

Schedule WTB-1

As of November 1, 2008
1) (2) 3) 4) 3)
Contract
Daily (Mcf) Annual (Mcf) Expiration
Firm Transportation
Transco Sentinel FT 24,155 8,816,575 2028
Transco FT 55,356 20,204,940 2011
Transco PS3 1,600 144,000 2011
Columbia FT 26,009 9,493,285 2010
TETCO ITP 9,662 3,526,630 2016
National Fuel 2,705 987,325 2003
119,487 43,172,755
Firm Storage Total Capacity
Transco GSS 15,450 1,171,557 2013
Transco GSS 12,970 885,404 2013
Columbia FSS 15,458 970,216 2013
Transco LNG 840 6,970 2020
Transco LG-A 2,000 15,000 2011
National Fuel SS-2 2,180 330,000 1995
48,898 3,379,147
Subtotal Firm Capacity Available 168,385 46,551,902
Supplemental Supply
Delmarva LNG 25,000 250,000
Total Firm Peak Day Planned Capacity 193,385 46,801,902

C\DOCUME~T\RMCGIN~1\LOCALS~1\Temp\notes08IDEB\WTB-1 Firm Transportation & Storage Service Portfolio.xIs




Schedule WTB -2

Delmarva Power & Light Company
2008 Natural Gas Supply Plan
Projected Design Day Supply vs Demand

in MCF
Actual December Projections
2007 2008-2009 2009-2010 2010-2011 2011-2012 2012-2013 2013-2014
TOTAL CUSTOMER COUNT
RESIDENTIAL 11,045 10,719 10,393 10,068 9,742 9,417
RESIDENTIAL SPACE HTG 102,587 104,124 105,662 107,199 108,737 110,275
COMMERCIAL 9.844 9652 9,760 9.868 9.976 10,084
TOTAL 123,175 124,495 125,815 127,135 128,455 129,775
PRQJECTED CHANGE:
RESIDENTIAL (412) (326) (326) (326) (326) (326)
RESIDENTIAL SPACE HTG 1,683 1,638 1,538 1,538 1,538 1,538
COMMERCIAL 108 108 108 108 108 108
TOTAL 1,378 1,320 1,320 1,320 1,320 1,320
PERCENTAGE CHANGE:
RESIDENTIAL -3.60% -2.95% -3.04% -3.13% -3.23% -3.34%
RESIDENTIAL SPACE HTG 1.67% 1.50% 1.48% 1.46% 1.43% 1.41%
COMMERCIAL 1.14% 1.13% 1.12% 1.11% 1.09% 1.08%
TOTAL 1.13% 1.07% 1.06% 1.05% 1.04% 1.03%
LOAD GROWTH IN MCFD
RESIDENTIAL (74) (58) (58) (58) (58) (58)
RESIDENTIAL SPACE HTG 1,636 1,495 1,495 1,495 1,495 1,495
COMMERCIAL 607 607 607 607 607 607
TOTAL 2,169 2,044 2,044 2,044 2,044 2,044
TRANSPORTATION SWITCHING ESTIMATES.: - - - - - -
2007-08 Design Day
Peak Day Prediction MCFD 176,000 178,169 180,213 182,257 184,301 186,345 188,389
SQURCES OF SUPPLY:
TRANSCO SENTINEL FT 24,155 24,155 24,155 24,155 24,155 24,155
TRANSCO FT 55,356 55,356 55,356 55,356 55,356 55,356
TRANSCO PS-3 1,600 1,600 1,600 1,600 1,600 1,600
TRANSCO LGA/LGS 2,840 2,840 2,840 2,840 2,840 2,840
TRANSCOC GSS 28,420 28,420 28,420 28,420 28,420 28,420
PENN YORK §S-2 2,180 2,180 2,180 2,180 2,180 2,180
NAT'L FUEL Canadian FT 2,705 2,705 2,705 2,705 2,705 2,705
COLUMBIA FTS 26,009 26,009 26,009 26,009 26,009 26,009
COLUMBIA FSS 15,458 15,458 15,458 15,458 15,458 15,458
TEXAS EASTERN ITP FT 9,662 9,662 9,662 9,662 9,662 9,662
DELMARVA LNG 25,000 25,000 25,000 25,000 25,000 25,000
TOTAL SUPPLY IN MCF PER DAY: 193,385 193,385 193,385 193,385 193,385 193,385
RESERVE OR (SHORTAGE) 15,216 13,172 14,128 9,084 7,040 4,996

C:\DOCUME~1\RMCGIN~N\LOCALS~1\Temp\notesO089DEB\WTB-2 Design Day Demand vs. Supply Table July 2008.xis




f—h

— o WA R WN

11

12

13
14
15
16
17
18
19
20

21
22
23
24
25
26

27

Schedule WTB -3

DELMARVA POWER & LIGHT COMPANY
FIRM TRANSPORTATION & STORAGE CONTRACT PORTFOLIO
2008-09 GCR
SUMMARY OF PROJECTED FIXED GAS COSTS

)

PIPELINE CAPACITY & SUPPLY

TRANSCO SENTINEL FT
TRANSCOFT

TRANSCO FT - (ESNG)
TRANSCO LEIDY-LINE FT
COLUMBIA FTS

GULF FTS-1 & F1S8-2
TETCO ITP AND LATERAL
NATIONAL/NOVA/TCPL
EASTERN SHORE FT365
EASTERN SHORET -1

SUBTOTAL

STORAGE/SEASONAL SERVICES

TRANSCO GSS

COLUMBIA FS$S

COLUMBIA SST

TRANSCOPS -3

PENN YORK SS -2

TRANSCO ESS

COLUMBIA GULF WINTER FTS-1
TRANSCO WSS

SUBTOTAL

SUPPLEMENTAL & PEAKING SOURCES

TRANSCO LGA

TRANSCO LNG

DELMARVA LNG
SUBTOTAL

TOTAL

CITYGATE

MDOQ
24,155
54,800

556
26,009

9,662
2,705

117,887

28,420
15,458

1,600
2,200

47,678

2,000
25,000
27,000

192,564

2

YEAR-TO-YEAR
CHANGE

$3,121,543
(542,569)
(3432)
(5463,020)

$0

$0
($343,499)

$0

$0

$0

$2,272,024

$1,176
$0
$0
(5610)
$11,064
$0
$0
$0

$11,630

$0
$0

$0

$2,283,654

)

2008-2009
TOTAL

COSTS

$3,121,543
$9,257,069
$93,854
$217,032
$1,919,112
$811,714
$1,817,904
$205,088
$4,088,076
$66,264

$21,597,655

$1,487,508
$635,028
$830,970
$132,695
$327,120
$283,680
$12,890
$226,375

$3,936,266

$82,284
$36,732

$119,016

$25,652,937

@

2007-2008
TOTAL
COSTS

$0.00
$9,299,638
$94,285
$680,052
$1,919,112
$811,714
$2,161,402
$205,088
$4,088,076

366,264

$19,325,631

$1,486,332
$635,028
$830,970
$133,305
$316,056
$283,680
$12,890
$226,375

$3,924,636

$82,284
$36,732

$119,016

$23,369,283

WTB-3 Fixed Upstream Demand Costs 2008-2009.xIs
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Schedule WTB -4

DELMARVA POWER & LIGHT COMPANY
Derivation of Transportation Balancing Fee
Proposed to be Effective November 1, 2008

Services Required For Swing & System Reliability Annual Cost

TRANSCO GSS S 1,487,508

COLUMBIA FSS S 635,028

COLUMBIA SST S 830,970

EASTERN SHORE S 3,708,022

Claymont/Ridge Road & Hockessin Upgrades S 650,000

Estimated Upstream Costs of Balancing S 7,311,528

Projected System Throughput

Projected Firm Sales 14,383,405 66.2%
Projected FT 6,288,935 29.0%
Projected IT 1,039,351 4.8%
Total Sales and Transportation Deliveries 21,711,691 100.00%
Proposed Balancing Fee [line 6/line10] S 0.3368 per mcf

C:\DOCUME~1\RMCGIN~1\LOCALS~1\Temp\notes08SDES\WTB-4 Bal Fee Exhibit.xis
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Schedule WTB -5

Delmarva Power & Light Company
Reconciliation of Commodity Overrecovery
Updated Projecton For October 31, 2008

(Over-) or
Under-Recovery
Description of Variance (in millions)

Fewer Sales & Lower Unit Revenue, Net of Gas Costs \ 1.91
Higher Capacity Release & OSS Margins $ (5.08)
Higher Fixed Demand Costs $ 1.50
Higher Unit Commodity Costs $ 2.78
Updated Forecast for August-October 2008 3 (1.18)
Total Estimated Underrecovery at October 31, 2008 -0.07

Z:\PDetivery\NCRO\Regiondata3\0854_regaffairs\Fuels\GCR\0809\Copy of WTB-5 Reconciliation of Underrecovery Revised 082608.xls
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. Schedule WTB - 11

Delmarva Power
Summary of Natural Gas Commodity Cost Volatility

Standard Deviation

Hedge Wacog WACCOG NYMEX LDS
Nov04-Oct05 0.71 1.39 2.31
Nov05-Oct06 1.12 1.47 2.76
Nov06-Oct07 0.41 1.10 0.85
Nov07-June08 0.44 1.37 1.87

Average Deviation

Hedge Wacog WACCOG NYMEX LDS
Nov04-Oct05 0.56 0.89 1.54
Nov05-Oct06 0.99 1.08 2.13
Nov06-Oct07 0.35 0.82 0.67
Nov07-June08 0.28 1.04 1.51

. Average Cost Per MMBtu
Weighted Ave.

Time Period Hedge Wacog WACCOG NYMEX LDS NYMEX
Nov(04-Oct05 $ 6.26 $ 5.81 $ 783 $ 7.85
Nov05-Oct06 $ 8.90 $ 8.21 $ 802 §$ 9.41
Nov06-Oct07 $ 7.58 $ 7.84 S 695 § 6.99
Nov07-June08 $ 8.03 $ 8.04 $ 892 $ 8.21

CADOCUME~1\RMCGIN~1\LOCALS~1\Temp\notes089DESYWTB-11 Summary of Hedge Volatility Results.xis
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